NEWS RELEASE

For Release -

The audit report of Laurens Municipal Broadband Contmunications Utility for the year ended Decemnber 31,
2006, has been released. This report was issued by Hunzelman, Putzier & Co., PLC, CP.A's and filed with
David A, Vaudt, Auditor of State.

A copy of the audit report is available for review in the office of the Auditor of State and the Utility's office.
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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Laurens Municipal Broadband Communications Utihity
Laurens, fowa

We have audited the accompanying balance sheets of Laurens Municipal Broadband Conmmunications
Utility, a component unit of City of Laurens, as of and for the years ended December 31, 2006 and 2003, and the
related staternents of revenues, expenses, and changes n net assets and cash flows for the vears then ended.
These financial statements are the responsibility of the Utility’s management, Our responsibility is to express an
opinion on these financial statements based on our andits.

We conducted our andits in accordance with U5, generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial staternents are free of material misstatement.  An audit includes examining, on a test
hasis, evidence supporting the amounts and disclosures in the financial statements.  An aadit also includes
assessing the accounting principles used and significant estimates made by management, as well ag evaluating the
overall hasic financial stalement presentation. We believe that our audits provide a reasonable basis for owr
Qpinica.

In our opinion, the financial statements referred to above present furly, in all material respects, the financial
posttion of Lawrens Municipal Broadband Communications Utility as of December 31, 2006 and 2005, and the
changes in its financial position and its cash flows for the years then ended in conformity with US. generally
accepted accounting principles.

In accordance with Governmeni Auditing Standards, we have also issued our report dated April 26, 2007, on
our consideration of Laurens Municipal Rroadband Communications Utility’s internal control over [imancial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements,
and other matters, The purpose of that report is 1o describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing and not to provide an opinion on the nternal
control over financial reporting or on compliance, That report is an integral part of an audit performed in
accordance with Governmen: Auditing Standards and should be considered in assessing the results of owr audits.

Management’s Discussion and Analysis on pages 5 through ¥ 15 not a required part of the financial
statements, but is supplementary information required by the Governmental Accounting Standards Board. We
have applied certain hmited procedures, which consisted principally of inquiries of management, regarding the
methods of measurement and presentation of the required supplementary information. However, we did not anacdit
the information and express no opinion on it

Apil 26, 2007
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MANAGEMENT’S DISCUSSION AND ANALYSIS

[aurens Municipal Broadband Communications Utility provides this Management’s Discussion and Analysis
of its financial statements. This narrative overview and analysis of the financial activities is for the year ended
Decermber 31, 2006, We encourage readers to consider this information in conjunction with the Utility’s financral
statements, which follow,

FINANCIAL HIGHLIGEHTS

e The Utility’s operating revenues increased 12 %, or £107,236, from 2005 to 2006.
s The Utility’s operating expenses were 10%, or $91,229, more m 2006 than in 2005,

e The Utility’s net assets increased 8%, or $50,233, from December 31, 2005 to December 31, 2006,

LSING THIS ANNNUAL REPORT

Latrens Municipal Broadband Communications Utility is a singde Enterprise Fund and presents its {Inancial
statements using the economic resources measurement focus and acerual basis of accounting which is the same
measurement focus and bagis of accounting employed by private sector husiness enterprises. This discussion and
analysis are intended to serve as an introduction to Laurens Municipal Broadband Communications Utility™s
financial staternents. The annual report consists of a series of financial statements and other information, as
follows:

s Management’s Discussion and Analysis introduces the financial statements and provides an analytical
overview of the Utility’s financial activities.

» The Balance Sheets present information on the Utility's assets and liabilities, with the difference between
the two reported as net assets. Over time, increases or decreases it net asscts may serve as a useful
indicator of whether the financial position of the Utility is improving or deteriorating.

s The Statements of Revenues, Expenses and Changes in Net Assets is the basic statement of activities for
proprietary funds. This statement presents information on the Utility’s operating revenues and expenses,
non-operating revenues and expenses, and whether the Utility’s financial position has improved or
deteriorated as a result of the year’s activities.

¢ The Statements of Cash Flows present the change i the Utility’s cash and cash equivalents during the
year. This information can assist the user of the report in determining how the Utility financed its
activities and how it met its cash requirements.

e The Notes to Financial Statements provide additional information essential to a full anderstanding of the
data provided in the basic financial statements.



FINANCIAL ANALYSIS OF THE UTILITY

Statements of Net Assets

As noted carlier. net assets may serve over time as a useful indicator of the Utility’s financial position. The
Utility’s net assets for 2006 totaled approx imately $681,000. This coropares to approximately $631,000 for 2005,
A summary of the Utility"s net assets is presented below.

2006 2005
Current assets $492,127 §386,225
Capital assets at cost, less sccumulated depreciation 407,080 452 264
Total assets _899.207 _B38.489
Current liabilities 217,787 _207,302
Total Habilities 217,787 207,302
Net agsets:
invested in capital assets, net of related debt 407,080 452,264
Unrestricted 274,340 478923

Total net agsets

The largest portion of the Utility’s net assets (60%) is invested in capital assels (e.g., land, buildings, and
equipment), less the related debt. The remaining net assets (40%) are the unrestricted net assets that can be used
to meet the Utility’s obligations as they come due.

G



FINANCIAL ANALYSIS OF THE UTILITY ~ (Conti nued}

Statements of Revenues, Expenses, and Changes in Net Assels

Operating revenues are received for providing cable, internet, and telephone services to the residents of the
City. Operating expenses are ¢xpenses paid to operate the Utility. The atilization of capital assets is reflected in
the financial statements as depreciation, which allocates the cost of an asset over its expected useful life. A
summary of revenues, expenses, and changes in net assets for the years ended December 31, 2006 and 2003, is
presented below:

Changes in Net Assets

2000 2005

Operating revenues:
Cable services $ 204,265 §172,400
Telephone services 528,383 508,714
Internet services 138,830 121,366
Oiher operating revenue 149976 111,532
Total operating revenue 1,021,454 914,218

Operating expenses:
Cable and inlernet services 276,099 243,862
Telephone services 372,928 341,880
Depreciation £9.465 TR,707
Customers’ accounts expense 4,565 247
Administrative and general expense 186,516 183,405
Head end expenses - mainienance 5,075 3,218
Head end expenses - operations 26,573 27,694
Total operating expenses 971,221 879,992
Increase innet assets 54,233 34226
Net assets, beginning of year G63E 187 506,961
Net assets, end of year 3 681,420 $631,187

The Statements of Revenues, Fxpenses, and Changes in Net Assets reflect a positive year with an increase m.
the net assets {from 2005 to 2006,

The Utility’s operating revenue increased 12%, or $107.236, from 2005 1o 2006, due to the continued growth
in cable modem sales, the leasing of space on our communications tower, the offering of new digital Cable TV
services, and special circuits.

The Utility’s operating expenses increased 10 %, or $91,229, from 2005 to 2006, because of the starl-up costs

involved with the new digital Cable TV services and the special cireutts.  The Utility also upgraded some
hardware te handle the continued growth in cable modem sales.

Statements of Cash Flows

The Statements of Cash Flows present information related to cash inflows and outflows, summarized by
operating, and capital and related financing activities. Cash provided by operating activities includes charges for
service veduced by payments to employees and to suppliers. Cash used from capital and related financing
activities includes the purchase of capital assets.



CAPITAL ASSETS

At Decesiber 31, 2006, the Utility had approximately $407,000 invested in capital assets, net of accumulated
depreciation of approximately $607,600. Depreciation charges totaled $89,465 for 2006, More detailed
information about the Utility’s capital assets is presented in Note 3 to the financial statements and in Schedule 1

of the supplementary information.

ECONOMIC FACTORS

“The current condition of the economy in the staie continues to be a concern for Utility officials, Some of the
realities that may potentially become challenges for the Utility to meet are:

o Facilities at the Utility require constant maintenance and upkeep.

s Technology continues to expand and current technology becomes outdated presenting an on-going
challenge to maintain up to date technology at a reasonable cost.

o  Staying competitive with the large nation-wide companies not only with the services offered but also the
price of these services.

CONTACTING THE UTILITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Utility's finances and o show the Utility’s accountability for the money it receives. 1f you have
questions about this report or need additiona! financial information, contact Laurens Municipal Power and
Communications Utility, 272 N. Third Street, Laurens, Towa.



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILILY

BALANCE SHEETS Exhibit A
DECEMBER 31, 2006 AND 2005
ASSETS
20006
CATV & 2005
Telephone Internet Totat Total
CAPITAL ASSETS
LUtility plant in service % 99,786 $914,156  §1,013,942 $969,661
Less accumulated depreciation 746354 532,208 Hi6, 862 BT 397
Total net capital assets 25,132 381,548 407,080 452,264
CURRENT ASSETS
Cash and cash equivalents 457,075 {339,296) 117,779 32,938
Accounts receivable (less provision for
doubtful acconnts of $3,000 in 2006 and
$500 in 20035) 75,267 27,740 103,007 108,753
Due from electric utility 269,034 - 269034 242,791
Prepaid expenses 1615 692 2,307 1.743
Total current assets _ 802 991 {310,804 462 127 186,228
Total assets 5828.123 § 71,084 § 899207 $838 489
LIABILITIES AND NET ASSETS
2006
CURRENT AND ACCRUED LIABILITIES
Accounts payable $101,633 $103,673 £205,306 $104 465
Other current and acerued labilities 8,569 348172 12,481 12,837
Total current and accrued abilities 110,202 107,385 217,787 207.302
NET ASSETS
Invested in capital assets, net of related debt 25,132 381,548 407,080 452,264
Unrestricted 692,759 {418,440} 274,340 178,923
Total net assets 717,928 (36.501) 681,420 631,187
Total Habilities and net assets $R28.123 $ 71,084 $R899 207 2838,489

The accompanying notes are an integral part of this stalement.



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UELATY
STATEMENTS OF REVENUE, EXPENSES. AND CHANGES IN NET ASSETS Exhibit B
FOR THE YEARS ENDED DECEMBER 31, 2006 AMND 2005

2006

CATV & 2005

Telephone Internet Total Total
OPERATING REVENUES L655.855 $365,599  $1.021.454 L014,218

OPERATING EXPENSES

CATV and iniernet services - 276,069 276,089 243,862
Telephone services 372,928 - 372,928 341,889
Depreciation 8,127 31,338 89,465 79,707
Customers’ aceounts expense 3,860 765 4,565 217
Administrative and general expense 127,729 68,787 196,516 183,405
Head end expenses -~ maintenance 478 4,507 3,075 1218
Head end expenses - operations 8422 18,151 26573 . 27694
Total operating expenses 521,484 449737 971221 _RT79.992
Operating income (10ss) 134,371 (B4,13%) 50,233 34,226
Net assets, beginning of year 583,550 47,637 631,187 396,961
Net assets, end of year 717,921 $ (36,501 & 681,420 na31,187

The accompanying notes are an integral part of this statement,
10



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTHITY

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 20006 ANI 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash patd {0 supphiers
Cash paid to employees
Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Advances to electric utility

CASH FLOWS FROM CAPITAL AN
RELATED FINANCING ACTIVITIES:
Additions to utility plant

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalents at beginning of year

CASH AND CASH FQUIVALENTS AT END

RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED
BY OPERATING ACTIVITIES:
Operating income {1oss)
Adjustments to reconcile operating income (loss)
to net cash provided by operations:
Depreciation
Changes in assets and liabilities:
Decrease (increase) in accounts receivabie
Decrease {increase) in prepaid expenses
Increase {decrease) in accounts payable
Increase {decrease) in other liabilities

Total adjustments

Net cash provided by operating activities

The accompanying notes are an. integrat part of this statement.

Exhibit ©
2006

CATV & 2005

Telephong Internet Total Total
$665,334 $361.866  $1,027,200 $910,073
(441,916) (321,961) (763,871 (657,756)
(72.629) (35,329) (107,958  _{105.579)
150,789 4576 155,365 146,738
(26.,243) - (26243 (242,791}
-~ (44.281) (44,281y  _(120,106)
124,546 (39,705) 84,341 (216,159)
332,529 (299,591) 32,938 .249.097
$457.073 $(339.296) $ 117,779 $.32,938
$3134.371 § (84.138) $_ 50,233 § 34226
8,127 %1.338 9,465 79,707
9,479 (3,733 5,746 3,430
(395 (169) (564} 218
(61 11,453 10,841 27,468
(181) (175) (356) 1,689
16,418 §8,714 105,132 112,512
2150,783 §.4.576 135,363 $146,738




L AURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Laurens Municipal Broadband Communications Utility is a component unit of City of Laurens. The Mayor
appoints the trustees of the Utility subject to approval by the City Council. The City Council also approves
the Utility's operating budget.

Laurens Municipal Broadband Communications Utility provides telephone, cable, and oternet soTVICES to
consumers in Laurens. Towa, Sale of Jocal telephone, cable, and internet services are billed on the twentieth
of each month for service from the first to the end of the month billed. Sales of long distance tetephone
service are billed on the twentieth of each month for usage through the fifteenth of the month. An unbilled
receivable in the amount of $2.518 has been recorded for the period December 15 through December 31,
Laurens Municipal Broadband Communications Utility is billed by their telephone, cable, and internet
providers on a calendar month basis.

The Utility’s financial statements are prepared in conformity with accounting principles generally accepted
in the United States of America as prescribed by the Governmental Accounting Standards Board.

The preparation of financial staternents in conformity with accounting principles generally avcepted m the
United States of America requires management to make estimates and assumptions that affect the amounts

reported 1n the financial statements and accompanying notes. Actual results may differ from those estimates.

Reporting Enfity

For financial reporting purposes, Laurens Municipal Rroadband Communications Utility has included all
funds, organizations, agencies, boards, commissions, and anthorities. The Utlity has alse considered all
potertial component units for which it s financially accountable and other organizations for which the nature
and significance of their relationship wath the Utility are such that exclusion would cause the Utihity’s
financial statements to be misleading or incomplete. The Governmental Accounting Standards Board has set
forth criteria to be considered in determining financial accountability. These criteria include appointing a
voting majority of an organization's governing body, and (1) the ability of the Utihity to mmpose s will on
fhat organization or {2) the potential for the organization to provide specific benefits to, or impose specific
financial burdens on, the Utility. Laurens Municipal Broadband Communications Utility has no component
units which meet the Governmental Accounting Standards Board eriteria.

Bagis of Presentation

The accounts of Laurens Municipal Broadband Communications Utility are organized as an Enterprise Fund.
Enterprise Funds are used to account for operations (a) financed and operated in & manner similar to private
business enterprises, where the mient of the governing body is the costs {expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be fimanced or recovered primarily
through user charges or {(b) where the governing body has decided periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy,
management control, accountability, or ofher purposes,

12



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000 AND 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Measurement Focus and Basis of Accounting

The financial stalements are reported using the economic resources reasurement focus and the accrual basis
of accounting. Revenues are recorded when carned and expenses are recorded when a hiability 18 ncurred,
regardless of the timing of refated cash flows. Grants and similar ttems are recognized as revenue as $oon as
all eligibility requirements imposed by the provider have been met,

The Utility applies all applicable GASB pronouncements, as well as the following pronouncements issued on
or hefore November 30, 1989, unless these propouncements conflict with or contradict GASB
pronouncements:  Financial Accounting Standards Board Statements and Interpretations, Accounting
Principles Board Opinions, and Accounting Research Bulleting of the Committee on Accounting Procedure.

The Utility distinguishes operatng revenues and expenses from nion-operating items. (Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection
with the Utility’s principal ongoing operations. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses,

Cash. Investrents, and Cash Equivalents - Investments are caried at cost which approximates market value.
For the purpose of reporting cash flows, cash and cash equivalents are readily convertible to known amounts
of cash and, at the day of purchase, have a maturity date no longer than three months.

Utility Plant - Utility plant is stated at cost. Cost of labor, materials, supervision, and other costs ncurred
making improvements and replacements to the system, except minor replacements, are charged to the plant
accounts while such costs incurred in making normal repairs, minor replacements, and maintaining the assets
in efficient operating condition are charged to expense.

Provistons for depreciation of distribution plant are computed on a straight-line basis employing a group
method. The original cests of assets retired (not constituting the sale of an operating unit or system) together
with the costs of removal less salvage are charged to the related accurnnlated depreciation accounts. In
accounting for the sale of operating units or systerns, gains or losses are reflected in net revenue.

Provisions for depreciation of general plant are computed on a straight-line basis employing the unit
depreciation method. The original cost of property retired is removed from the general plant accounts and
the related scoumulated depreciation accounts are charged for the depreciation taken to date. Gain or loss is
recognized to the extent that the salvage value of the assets retired exceeds or falls short of the remaining
book value of the assets retired.

Compensated Absences - Utility employees accumulate a limited amount of ecarned but unused vacation
hours for subsequent use or for payment upon termination, death, or retirement. The Utility’s Hability for
accumulated vacation has been computed based on rates of pay in effect at December 31, 2006,

Budgets and Budgetary Accounting - The Board of Trustees annually adopts a budget on the accrual basis
following required public notice and hearing in accordance with the Code of lowa. The budget may be
amended during the year utilizing similar statutorily prescribed procedures.

13



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - {(Continued)

The following is a comparison of revenues, expenses, and changes m net assets - actual to budget:

Final to

Budeeted Amounts Actual
Actual Original Final Variance
Revenues:

Use of money and property $ 13,680 $ 13,500 $§ 13,500 3 180
Charges for services 910,688 854,000 010,500 188
Miscetlaneous 97086 _12.500 108,000 (10,214}
1,021,454 880,000 1,032,000 (10,546)
Expenses 971228 520,000 986,000 N
Net 50,233 60,000 46,000 4,233
Net assets, beginning of year 631,187 639561 639961 L 8.774)
Net assets, end ol year $..681,420 $699.901 5.685.901 5 {4,541

DEPOSITS

The Utility's deposits in banks at December 31, 2006, were entirely covered by Federal deposttory
insurance, or by the State Sinking Fund in accordance with Chapter 12C of the Code of Towa. This chapler
provides for additional assessments aganst the depositories to insure there will be no loss of public funds.

The Utility is authorized by statule to invest public funds in obligations of the United States government, its
agencies and instrumentalities: certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Board of Trustees; prime eligible bankers acceptances; certain ugh
rated commercial paper; perfected repurchase agreements; ecrtain registered open-end management
investment companies; certain joint mvestment {rusts; and warrants or improvement certificates of a
dratnage district.

Interest rate rigk - The Utility’s investment policy timits the investrment of operating funds (funds expected
io be expended in the current budget year or within 13 months of receipt) to mstruments that mature within
397 days. Funds not identified as operating funds may be invested in investmenis with maturities longer
than 397, days but the maturities shall be consistent with the needs and use of the Utility.

The Utility bad no investments meeting the disclosure requirements of Govermmental Auditing Standards
Board Statement Number 3, as amended by Statement Number 40,

PLANT AND DEPRECIATION PROCEDURES

Listed below are the major classes of plant as of December 31, 2006 and 2005:

CATV & 2005

Telephone Internet Total Total
Distribution plant $59,681 $880.757 0% 940,438 806,157
Other equipment 40,105 33,399 73,504 73504

Total plant $99 786 §914.156  $1.013.942 b i3

Provision {or depreciation and amortization has been computed at sfras ght-line rates over the estimated
useful lives of the property.
14
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LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

PENSION AND RETIREMENT BENEYTTS

The Utility contributes to the Towa Public Employees Retirement System {IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of fowa, IPERS provides
retirement and death benefits which are established by State statute tfo plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The veport may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
Towa, 50306-9117.

Plan members are required to contribute 3.70% of their annual covered salary and the Utlity is required to
contribute 5.75% of annual covered payrofl. Contribution requirements are established by State statute.
The Utility's contribution to IPERS for the years ending December 31, 2006, 2005, and 2004, were $5,408,
$5.237. and $4,8313, respectively, equal to the required contributions for cach year.

RISK. MANAGEMENT

Laurens Municipal Broadband Communications Utility is exposed to various risks of loss related to torts;
theft, damage to and destruction of assets; errors and omissions; injuries to employees; and natural disasters,
These tigks are covered by the purchase of commercial insurance. The Utihty assurnes Hability for any
deductibles and claims in excess of coverage limitations, Settled claims from these risks have not exceedod
commercial insurance coverage in any of the past three fiscal years.

SIGNIFICANT AREA CONCENTRATION OF CREDIT RISK

The Utility extends credit to 1ts customers o5 ferms no move favorable than standard terms of the industry it
serves. A substantial portion of the Utility's customers are located in Laurens, lowa, The Utility's cvedit
risks have been anticipated and management believes that adequate provision has been made for doubtful
accounts.

RELATED PARTY TRANSACTION

Pursuant to lowa Code Chapter 28F.18 concerning the joint use of facilities through sharing agreements, the
f.aurens Municipal Broadband Communications Utility and the Laurens Municipal Light and Power Plant
have entered into an agreement whereby the Communications Utility shall pay the Electric LUitility the sum of
$173,000 on or before the first day of June each year for the use of a portion of the Communications
distribution system for the previous calendar year. The term of this agreement is forty years and payments
are due June 1 of each year,

15
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The primary purpose of our examination was to {ormulate an opinion on the financial statements taken as a
whole. The additional information presented in the following pages was prepared on the basis of audit procedures
applied in our examination of the financial statements. This information, while ot considered necessary for fair
presentation of the financial staterents is, in our opinion, fairly stated in all material respects when considered n
relation to the financial statements taken as a whole.

Apnil 26, 2007
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LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY

STATEMENTS OF OPERATIONS

YEARS ENDED DECEMBER 31, 2006 AND 2005

OPERATING REVENUES
Sale of cable services:
Basic and digital cable
Sale of telephone services:
Local
Long distance
Access fees
Internct
Transport fee credits
Special cireuits
Other
USAC - High cost
Tower lease fees
Converters
Misceilancous
Tatal operating revenue

OPERATING EXPENSES
Cost of service:
Basic and digital programming
Internet fees
Transport fees
Switching fees
Long distance {ees
Access fees
Billing fees
Ithuminet fees
Directory Hsting fees
Joint use fees
Total cost of service
Head end system
Wages and benefils
Operating expenses and supplies
Customers’ instatiation expense
Maintenance and repairs
Buildings and grounds
Depreciation
Total head end system
Customers’ accounts expense:
Rad debt expense {recoveries)
Administrative and general expense!
Administrative and general salaries
Office supplies and postage
Andits, legal, and consultation services
Property insurance

2006
CATV & 2003
Telephone Interner Total Total

3 - §£204,265  § 204,265 §172,406
219,170 - 219,170 219,761
67,700 . 67,7006 50,006
241,507 - 241,507 238,947
- 138,830 138,830 121,566
90,900 - 90,900 0,900

20,808 - 20,808 -
5,484 5,484 7,822
6,934 - 6,934 7,317

- 13,680 13,680 -
- 5,984 5,984 2588
3,346 2,840 6,186 5,235
655,855 365,599 1,021,454 914218
- 143,472 143 472 119,589
- 37,228 37,228 36,773
18,791 5,399 24,190 31,000
79,017 - 79,017 74,797
79,683 - TO.683 65,410
91,6355 - 91,658 87,626
20,930 - 20,930 20,401
3,008 - 3,008 2,038
4,841 - 4,841 117
75000 90,000 163,000 145 000
372,928 276,099 649027 585,751
5,473 8,003 13,476 13,607
2,949 8,080 11,029 14,087

- 2,008 2,068 -
- 3,700 3,700 1,867
478 8O 1.373 1,351
5.068 79265 85,233 74,388
14,868 1020123 116,881 105,300
3,800 765 4,565 217
67,400 26,469 43,869 92,846
8,403 4,011 12,416 11,981
3,682 1,585 5,267 8,688
3,308 1,364 4,672 4,653
{Continued)
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£ AURENS MUNICIPAL BROADBAND COMMUN ICATIONS UTILITY

STATEMENTS OF OPERATIONS

YEARS ENDED DECEMBER 31, 2006 AND 2005

OPERATING EXPENSES - (Continued)

Administrative and general expense: {Continued)

Compensation insurance
Employees' group insurance
Trustees' fees
Dues and subscriptions
Franchise requirement - cost of
services to City of Laurens
Legal publications
Advertising and promouion
Convention, meeting, and travel expense
Depreciation _
Motor vehicle and work equipment expense
F911 fees |
Miscellaneoas
Total administrative and general expense
Total operating expense

Operating Income {toss)

18

2006

CATV & 2005

Telephone Internet Total Total
$ 2,064 b 997 § 3,061 & 1,897
20,732 $,489 29.621 24729
630 270 aG0 900
2,364 2.402 4,766 3,292
114 10,862 10,976 11,403
9335 401 1,336 848
1,281 536 1.917 2,269
575 319 894 622
2,159 2,073 4,232 5,319
2,125 674 2,790 3,644
9,721 - Q721 9,289
4,293 10.008 14304 6,344
129,888 70,860 200,748 188724
521 484 449 737 971,221 876992
$134.371 $(84,138)  § 50,233 § 342726



THONS VTLITY
Schedule !

By Plant S o Accymuiated DEDTECRHOD e

Balance Balanes Balanee

Japuary 1, December 3L, Depreciaiion January 1, December 31,
2008 Addifions Trapsfors  Deletions 2005 Raly Dapense  Drangfers  Rehwemepls 2006
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e e ok

ead end equipment §$ 59680 S $ . s & 398 10.00% § 39.231
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‘Trapsportahion cquipment 12,739 - - - 12,739 2060 - - -
1ahoratory equipment 11.%44 - - 11,544 10.00 1,181 - -
Comemimication equipment 548 e o 1300 -] e e
46,105 NI T 2.159 . T

Total iclephone plant in service 99,785 - e e %127 - i 74634

B
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0.00
. 142,058 500
- - . 7105 500
- 18,545 1000
44,261 . . 642,814 16.00 _

- - - 52,589 10,00 36,813

Tt
s
el

.

.

i
)
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- - 36,524
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Office furniture and fixtures
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Tatal CATV and internet plant in service 869,87 A4.281 - .-

Total Blant in Service 369,661 44 281 - -
Construction Waork in Process = e T [ . e RS . S T e T

Total Utility Plant s969.651 544281 § - % - 81,013942 §517.397 $ %9465 S .o 5o $606,862




LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY

COMMENTS ON BALANCE SHEET
DECEMBER 31, 2006

CAPITAL ASSETS  Cost
Accumulated Depreciation

Details of the utility plant are shown in the preceding schedule.

CASH AND CASH EQUIVALENTS

This balance consists of the following:

Interest

Demand deposit NOW account:

Laurens State Bank - money market account 3.30%

ACCOUNTS RECEIVABLE

This balance consists of the following:

Accounts receivable - cable, internet, and telephone sales:
November 15, 2006 - December 13, 2006 and past due
December 16, 2006 - December 31, 2006

Accounts Receivable Access Fees:

October 19, 2006 - November 19, 2006 and past due
November 20, 2006 - December 31, 2006

Less: Allowance for doubtful accounts

DUE FROM ELECTRIC UTILITY

This balance consists of funds loaned to the electric utility.

PREPAID EXPENSES

This balance consists of the following:
Prepaid insurance

ACCOUNTS PAYABLE

This balance consists of the following:

National Cable Television Cooperative - December programming
Pocahontas E911 - 4™ quarter E911 fees

Long Lines - Telephone fees

Long Lines - Carrier access billing fees

Laurens Municipal Broadband Communications Utility - Joint use fees
City of Laurens - Franchise fees

Various, each less than $1,000

20

$1.013.942

Amount

$.37.779

§ 53240

2,518

25,315
26,934

5 8,193
2,366
14,354
9,812
165,000
5,296

$ 407.0380

$ 269,034



OTHER CURRENT AND ACCRUED LIABILITLES 512481

This balance consists of the following items:

Accrued vacation, payroll and benefits $ 90359
Accrued sales, use, and excise tax 3422
$...12,481

NET ASSETS

%u“
to )
£
b
@
J
]
=

l;

Balance, farmary 1, 2006 $ 631,187
Change in net assets 50,233
Balance, December 31, 2006 $ 681,420
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Bourd of Trustees
Laurens Municipal Broadband Communications Usility
Laurens, lowa

We have audited the accompanying financial statements of Laurens Municipal Broadband Commurnications
Utility, as of and for the year ended Decemnber 31, 2006, and have issued our report thereon dated April 26, 2007
We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applcable to financial audits contained in Government Audifing Standards, issued by the
Comptrolier General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Utility’s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statemenis, but not for the purpose of expressing our opinion on the effectiveness of the Utility’s internal control
over financial reporting. Accordingly, we do not express an opinien on the effectiveness of the Utlity’s infernal
control ever financial reportng.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies mn internal conivol over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies fu internal control over financial reporting that we consider to be significant deficiencies and other
deficiencies we consider to be material weaknesses.

A control deficiency exists when the design or operation of the control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstaterments on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the Utility’s ability to initiate, authorize, record, process, or report financial data veliably in
accordance with U.8. generally accepted accounting principles such that there is more than a remote likelihood a
risstatement of the Utility’s financial statements that is more than inconsequential will not be prevented or
detected by the Utility’s internal control. We consider the deficiencies w internal control described in Part [ of the
accompanying Schedule of Findings to be significant deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results m
more than a remote likelihood 2 material misstatement of the finaneial statements will not be prevented or
detected by the Utility’s internal control.

Owur consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that might
be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are
also considered to be material weaknesses. However, of the significant deficiencies described above, we believe
items I-A-06 and 1-B-06 are material weaknesses.
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Comnllance and Other Matters

As part of obtaining reasonable assurance about whether the Utility’s financial statements are free of material
misstatement, we performed tests of its compliance with certan provisions of laws, regulations, and contracts.
noncompliance with which could have a direct and miterial effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

Comments involving siatutory and other legal matters about the Utlity's operations for the year ended
December 31, 2006, are based exclusively on knowledge obtained from procedures performed during our audit of
the financial statements of the Utility. Since our audit was based on tests and samples, not all transactions that
might have had an impact on the comments were necessarily audited. The comments involving statutory and
other legal matters are not intended to constitute legal interpretations of those statutes.

The Uiility’s responses to findings identified m our audit are described in the accompanying Schedule of
Findings. While we have expressed our conclusions on the Utility’s responses, we did not audit responses and,
accordingly, we express no opinion on them.

This repott, a public record by law, is intended solely for the information and use of the officials, employees,
and citizens of Laurens, Iowa and other parties to whom Laurens Municipal Broadband Communications Utilaty
may report. This report is not intended to be and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance exiended to us by personnel of the Utility
during the course of our audit.

Should you have any questions concerning any of the above matiers, we shall be pleased 1o discuss them
with you al your convenience.

April 26, 2007
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LALRENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
SCHEDULE OF FINDINGS

YEAR ENDED DECEMBER 31, 2006

Part | Findings Related to the Financial Statements:

INSTANCES OF NONCOMPLIANCE:

No matters were noted.

SIGNIFICANT DEFICIENCIES

1-A-06

1-B-06

Segregation of Duties - One important aspect of internal control is the segregation of duties
among employees to prevent an individual emplovee from  handling duties which are
incompatible. We noted that bank deposits, opening mail, recording receipts and disbursements,
checks and payroll preparation, and bank reconciliations are ail handled by two mdividuals.

Recommendation - We realize that with a lumited number of office employees, segregation of
duties is difficult. However, the Utility should review its control procedures to obiain the
maximum infernal conirol possible under the circumstances.

Response - The Board of Trustees along with the General Manager will review the financial
statements and internal control procedures, in detall, every month. The duties of opening mail,
bank deposits, recording receipts and disbursements, bank reconciliations, and payroell preparation
will be rotated among our office staft and monitored daily by the General Manager. Two (2)
signatures on all check disbursements are required.

Coneclusion - Response accepted.

Electronic Data Processing Systems — During our review of internal control, the existing control
activities i the Utility’s computer-based systems were evaluated in order to determine that
activities, from a control standpeint, were designed to provide reasonable assurance regarding the
achievement of objectives in the reliability of financial reporting, effectiveness and efficiency of
operations, and compliance with applicable laws and regulations. The following weaknesses in
the Utitity’s computer-hased systems were noted:

The Utility does not have written policies for:

password privacy and confidentiality,

requiring password changes because software does mot require the user fo change
logins/passwords periodicaliy,

ensuring that only software licensed to the Utility 1s installed on computers,

- requiring user profiles to help Hmit access to programs to those who have a legitimate need.

5

1

Also, the Utility does not have a written disaster recovery plan.

Recommendation - The Utility should develop written policies addressing the above items in
order to improve the Utility’s control over computer based systems and a written disaster
recovery plan should be developed.

24



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
SCHEDULE OF FINDINGS

YEAR ENDED DECEMBER 31, 2006

Part I Findings Related to the Financial Statements: (Continued})

SIGNIFICANT DEFICIENCIES: (Continued)

1-B-06

Flectronic Data Processing Svstems - (Continued)

Response - The Utility will work to develop the necessary written pohicies addressing disaster

recovery, password privacy, counfidentiality, and personal use of computer equipment and
software.

Conclusion - Response accepted.

Part 11 Other Findings Related to Statwtory Reporting:

[1-A-06

11-B-06

1-C-06

11-D-06

H-E-06

[L-F-006

11-G5-06

[-H-06

amounis budgeted,

Questionable Expenditures - We noted no expenditures which may not meet the reguirements of
public purpose as defined in an Attorney General’s opinion dated April 25, 1979.

Travel Bxpense - No expenditures of Utility money for travel expenses of spouses of Utihty
officials or employees were noted.

officials or omployees.

Bond Coverage - Surety bond coverage of Utility officials and employees is in accordance with
statutory provisions. The amount of coverage should be reviewed annually to insure that the
coverage is adequate for current operations.

Trustee Minutes - No transactions were found that we believe should have been approved wn the
Trustee minutes but were not.

Denosits and Investments - We noted no instances of non-complance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of fowa.

Telecommunications Services - No instances of noncompliance with Chapter 388.10 of the Code
of Towa were noted,




